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SECTION A: Drinkine Water State Revolvine Fund (DWSRF)

A-1 Plan Introduction:

'Ihe national Drinking Water State Revolving Fund (DWSRF) progftrm established by the Safe

Drinking Water Act (SDWA) Amendments of 1996, authorizes the U.S. Environmental
Protection Agency (EPA) to award capitalization grants to states, which in turn may provide
low-cost loans and other types of assistance to eligible public water systems to finance the costs

of infrastructure projects needed to achieve or maintain compliance with SDWA requirements.
States are also authorized to set-aside a portion of their capitalizxion grants to fund a range of
activities including administration, technical assistance, source water protection, capacity

development, and operator certification.

The Utah Legislature enacted Utah Code Annotated (UCA) 19-4-101et seq. establishing the

Utah Safe Drinking Water Board (Board). UCA 19-4-104 empowers the Board with rule making
authority to meet the requirements of federal law governing drinking water. UCA 19-1-105(1Xb)
establishes the Division of Drinking Water (DDW) which is tasked with the responsibility to
administer UCA 19-4-101 et seq. The Board has promulgated rules for making loans

incorporating the requirements of the Federal Safe Drinking Water Act at Utah Administrative
Code (UAC) R309-705. Additionally, the Board is authorized by UCA l9-4-104(lXaXv) and 19-

4-104(2) to promulgate rules for certification of operators and governing capacity development
in compliance with Section 1419 and 1420 of the Federal Safe Drinking Water Act.

The responsibility of the Board is to develop policies and procedures for program
implementation and to authorize loans in the DWSRF program. The Utah Department of
Environmental Quality (DEQ) through DDW directly administers the DWSRF program. The

DDW's primary DWSRF activities include administering loans and managing and coordinating
the fund.

DDW receives assistance and support from the DEQ's Ofhce of Support Services, the State

Division of Finance, the State Attorney General's Office and the State Treasurer's Offrce. The
salaries and benefits of the employees, as well as indirect costs based on direct salary costs, are

charged to the DWSRF program. Employees charging time to the DWSRF program are

covered by the State of Utah personnel benefits plan. The DWSRF program is charged a loan

administration fee by the Division of Finance.

The DWSRF program requires the states to deposit to the loan fund an amount equal to at least

20 percent of the capitalization grant. Loan repayments made by assistance recipients retum to
the loan fund and provide a continuing source of financing. The following table summarizes
awards received by DDW, the allocation between loan and set-aside funds and the required
sI"ate 20Yo match.

a
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Utah's DWSRF program produced the following results through SFY17:

Utah's DWSRF Fund Use Rate at the end of SFY17 was77Yo. From the beginning of the
program thru FY 2Al7 the DWSRF fund has provided drinking water assistance to communities
of approximately $223.3 million, $288.4 million was available.

In SFYl7, Utah entered into ten binding commitments for a total of $4,140,500. As of January
31,2017, DWSRF has thirteen projects authorized by the Drinking Water Board totaling
$41,572,398, with f,rve more loans which have already closed during the first half of FY 2018
totaling $10,804,950. The calculation of the use rate as of January 31,2018 was maintained at a
use rate of 77o/o. DDW anticipates closing about ten million in new shovel ready loans in
calendar year 2A18, which should slightly increase or maintain the current use rate.

The allotment between states is based on state needs surveys. DDW was allocated one and four
hundredth percent for the federal fiscal years 2014 through 2017. The needs survey process is
currently being evaluated forthe years 2018 through 2021, but unfortunately the results have not
been released.

DDW will continue to contract with Rural Water Association of Utah (RWAU) to assist small

/
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public water systems. They anticipate assisting approximately 200-300 water systems with
capacity development or technical assistance.

The State Auditor, in compliance with the provisions of the Single Audit Act, audits the DWSRF

accounts. DWSRF accounts are also subject to review and audit by USEPA, the Office of the

Inspector General. DWSRF Funds are included in Utah's Comprehensive Annual Financial
Report (CAFR), which uses the modified accrual bases of accounting. Because funds are

combined the DWSRF assets, liabilities, and net assets are not identifiable in Utah's CAFR.

The State is required to submit an annual Intended Use Plan (IUP) to EPA as long as the Fund or
set-aside accounts remain in operation.

DDW under the direction of the Board administers the loan and set-aside programs.

The DWSRF progftrm and procedures are expected to primarily continue similarly as is
described in the Operating Agreement.

A-2 DWSRF Loan Program:

The loan program funds low-cost loans and other types of financial assistance to publicly owned
and privately owned community water systems and non-profit non-transient water systems to
finance the costs of infrastructure projects. States are responsible for developing a priority system
that identifies how projects will be ranked for funding and a list of projects, in priority order, that
are eligible for funding. A description of the criteria and the method used lbr distribution of loan
funds is outlined in Utah Administrative Code R309-705.

Loans Program Eligibility Requirements

1. Repayment must begin no later than one year after completion of the project.
2. Loan repayment must be complete no later than 20 years after the completion of the project. A
disadvantaged community loan may have up to 30 years as long as the period of the loan does not
exceed the expected design life ofthe project.
3. A minimum of 15o/o of all dollars credited to the loan fund must provide loans to small
systems, those that serve fbwer than 10,000 persons.
4. F-unding can be used for principal forgiveness for communities meeting the State's
"Disadvantaged" criteria. The Board has defined disadvantaged communities as those communities
located in an area which has a median adjusted gross income which is less than or equal to 80Yo of
the State's median adjusted gross income, as determined by the Utah State Tax Commission from
federal individual income tax returns excluding zero exemption returns or where the established
annual cost of drinking water service to the average residential user exceeds 1.75o/o of the median
adjusted gross income.
5. The 2018 DWSRF' capitalization grant may require a percentage of federal fi"rnds to be used for
additional subsidization in the form of principal forgiveness, negative interest loans, or grants, or
any combination of these. This will be defined in the programmatic conditions of the award and
will be followed as defined.
6. It is anticipated the American Iron and Steel (AIS) provision will be included in the federal
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FYl8 appropriation bill for the 2018 D\.r/SPJ capitalizatran grant. The AIS provisicn requircs iion
and steel products used during the construction of drinking water projects be produced in the
United States. DDW intends to follow this requirement and request a waiver tbr an exception when
necessary.
7. It is not anticipated the 2018 capitalization grant will require "Green Infrastructure Projects".
8. Construction bids are required to use Davis-Bacon Act wage rules.

Interest and Fees:

1. Federal rules section 1452 allows the state to assess interest and/or fees. Fees are calculated and
paid in the same manner as interest. Fees have fewer restrictions than interest. The Board has
authorized by Rule the establishment of a frrnd (or account) into which the proceeds of annual fees
are placed.
2. Interest payments are deposited to the same loan fund as principal payrnents and have the
same restrictions.
3. Hardship fees are deposited to a separate fund authorized for providing grants to water
systems through a state revolving fund (SRF) loan program.
4. Technical Assistance fees are to finance technical assistance for eligible water systems or
other purposes as allowed by section 1452. This fee is part of the "effective rate" calculated
using Table 2, R309-7&5-6. UAC R309-705-3 defines a SRF Technical Assistanee Fturd w.hich
means a fund (or account) that will be established for the express purpose of providing
"Technical Assistance" to eligible drinking water systems. These fees are deposited into the
hardship fee frrnd and are tracked separately. The Technical Assistance Fund will also provide
low interest loans for technical assistance, and any other eligible purpose as defined by Section
1452 of the SDWA Amendments of 1996, to water systems that are eligible for Federal SRF
loans. Repayment of these loans may be waived in whole or in part (grant funds) by the Board
whether or not the borrower is disadvantaged.
5. Origination Fee: The Utah State Legislature established an origination fee to be charged to
all new loans to fund the administration of the DWSRF program in accordance with UCA 73-
10c-10. The set fee of 1olo continues to be the rate charged by the Board. It is reviewed annually
and may change based on the needs of the program. The origination fee amount is assessed to the
loan recipient as a percentage of the principal balance of the loan. It is generally paid at closing
as a one-time fee, but the loan recipient may choose to pay separately or with their first pay
request from the loan proceeds. All proceeds are deposited into a separate fund. Since fees will
be deposited into an account outside of the Fund, they will only be used for program
administration or other purposes for which capitalization grants can be awarded under section
1452. Currently, these fees will not be used for any state match requirements. ln addition, this fee
will not be charged to any disadvantaged community which receives a loan subsidy provided
from DWSRF funding

State fund Drinking Water Loan Program:

The Division of Drinking Water also operates a State funded Drinking Water Assistance
Program. The state program provides Utah the flexibility to put together loan packages without
the restrictions that accompany the DWSRF program. The DWSM program requires a20Yo state
match which is generated from the state SRF ioan program.
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1)

2)

A-3 Set-Asides:

In addition to loan assistance to eligible public water systems, the DWSRF program also

emphasizes the prevention of drinking water contamination by allowing states to reserve a

portion of their grant to fund activities that encourage enhanced water system management and

source water protection. The funded activities are referred to as set-aside funds.

The "Water Infrastructure Improvements for the Nation (WIIN) Act which passed in December
2016; revised two set-asides. The WIIN Act removed the overmatch (1:1) for the ten percent

set-aside and provided three options to choose from for the four percent set-aside. DDW will
comply with all progtammatic and administrative conditions as required for this grant award.
Set-aside activities include:

The four percent set-aside provides an allotment to administer the DWSRF and provide
technical assistance to public water systems. The calcuiation for the four percent
administrative set-aside consists of choosing the greatest one of three options: l) $400,000;
2) ll5 percent of the current valuation of the fund; or 3) an amount equal to four percent of
all grant awards in the fund under this section for the fiscal year.

Up to ten percent of the allotment for state program management activities, including
administration of the state public water system supervision program, administration of the
source water protection program, development and implementation of the capacity
development and operator certification progftlms. In the past, this set-aside has required a

dollar-for-dollar state match and as per 40 CRF 35.3535 (d) (2) a credit of up to half of the
state match from the 1993 state match credit of $855,668 would have been permitted.
However, in accordance with the WIIN Act of 2016 the dollar-for-dollar match will no
longer be required for any grants awarded after December 16, 2016.

Up to two percent of the allotment to provide technical assistance to small public water
systems;

Up to 15 percent of the capitalization grants to assist in the development and implementation
of iocal drinking water protection initiatives, including capacity development, wellhead
protection and other state programs.

SECTION B - Intended Use Plan:

B-1 Summary, Financial Status and Goals:

An Intended Use Plan (IUP) explains how the State will use all funds available from the
capitalization grart, including funds that will be allocated to the set-asides. Specifically, the IUP
describes how DDW plans to use available funds. Funds are received from the federal
capitalization grants, the state match, loan repayments including interest and fee payments, and
investment earnings.

The State is applying for the 2018 DWSRF appropriation based on the continuing resolution

3)

4)



frorn 2017 in the amo,mt of $8,500,000. DDW is requesting S5,00C,000 to bc addcd to thc loan
fund and $2,600,000 to the set-aside program. The federally mandated20% state match of
$1,720,000 wiil be funded from the Drinking Water State loan program and will be available to
transfer into the DWSRF fund within 90 days of the award date. However, DDW anticipates
amounts will be adjusted according to actual budget as Congress provides.

The Intended Use Plan (IUP) is for the 2018 DWSRF appropriations and will include:

1) Specifics on how the Board proposes to use the appropriations;
2) A description of the goals of the DWSR-F program;
3) A list of projects eligible to receive DWSRI funding, which identifies those serving

less than 10,000 people;
4) Cost estimates for listed projects;
5) An estimate of f,urds anticipated to be available for financial assistance;
6) Criteria for selecting projects to receive financial assistance;
7) Criteria for determining which communities qualifu for hardship status;
8) The project scoring and ranking system;
9) Projects authorized for funding and those anticipated to be closed in FFY2OI8 and the

I't or 2'd quarter of FFY2019.

Short and Long-Term DWSRI Goals:

The DWSRF progmm will help ensure Utah's drinking water supplies remain safe and
affordable, and drinking water systems are properly operated and maintained. The objectives of
the DWSRF program include ensuring the public health, achieving compliance with SDWA, and
assisting systems to provide affordable drinking water.

Short-Term Loan Program Goals

1. Seek the award of the FFY 2018 Capitalization Grant to secure federal funding for the
DWSRF program and follow all the grant requirements.

2. Engage in a more aggressive marketing process to reach water systems in need of capital
improvements, willing and able to meet DWSRF requirements.

3. Work diligently with borrowers to secure authorization of funding from the Board and
closing loans in a timely and efficient manner to DWSRI loan applicants.

4. To maintain a pernanent and solvent source of funding to assist communities with
financing water systems' capital improvements thereby assisting them to maintain
compliance with USEPA standards and promote public health.

5. Develop better cross/legacy training to improve employee development and to help with
employee transitions.

6. Improve DDW relationships with drinking water stakeholders and others.



Long-Term Goals and the Set-Aside Goals

l. To help public water suppliers achieve and maintain compliance with Federal and State

drinking water standards.

2. Continue outreach activities to ensure systems understand DWSRF assistance options and

the need to develop managerial, technically and financially sound water systems.

3. Continue to educate and support water suppliers with their water protection (counter-

terrorism) efforts.

4. Continue to expand and automate the Operator Certification program. Create an online
"Backflow 101" screencast training course.

5. Improve on-boarding process for new hires.

6. Continue identifuing noncompliant water systems using the ETT (Enforcement Target
Tool) to assist them to provide safe drinking water to the public.

Transfer and Cross-Collateralization of Funds between the DWSRF and CWSRF:
Section 302 of the SDWA authorizes the transfer up to 33 percent of the amount of a
fiscal year's DWSRF program capitalization grant to the CWSRF program or an

equivalent amount from the CWSRF program to the DWSRF program. There has been no

transfer of funds and no transfers are anticipated.

Withholding of Funds:

EPA has the ability to withhold funds under certain provisions, but the DWB/DDW has

complied with the following:

1. The State has authority to ensure all new community water systems and new
nontransient, noncommunity water systems commencing operation after Octobet 1,1999,
demonstrate technical, managerial, and financial capacity with respect to each drinking
water regulation in effect. Utah Code Annotated 19-4-104 empowers DDW with rule
making authority to meet the requirements of Federal law governing drinking water.
2. The State has developed and is implementing a strategy to assist public water systems

in acquiring and maintaining technical, managerial, and financial capacity.

3. The State has adopted and is implementing a program for certifuing operators of
community and nontransient, noncommunity public water systems.

EPA has approved the State's capacity devclopmcnt and operator certification programs.
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Public Re.,,ie.a of the IUP:

A draft IIIP will be published on the Drinking Water web site,

9ry1'.ctt'inking:;vAlq{,U!Cb{,oJ in March, 2018. Notice of the posting and request for
public comment will be included in the Board's March 1, 2018 meeting. Minutes will be
e-mailed to individuals and agencies asking for review and comments. Comments may be
made in writing addressed to the Board at195 North 1950 West, PO Box 144830, Salt
Lake City, Utah 84114-483A or in person at a regular scheduled Board meeting.
Comments received will be reviewed and incorporated as deemed necessary into the set-
aside work plan (due to EPA 90 days from grant award date); however no comments are
anticipated to be received.

Financial status:

Initial capitalization for the Utah DWSRF program was provided from the 1997 Federal
Capitalization Grant and state matching dollars. For the 20 years, 1997 through2}fi,
DWSRF capitalization grants totaled $195,019,500. $157,143,398 was the total loan
program portion and $37,900,562 was used in the set-aside programs. The State 20%
match for the same period was $35,108,900 was added to the loan program. Through
February 28,2017 the Board has authorized about 182 projects totaling approximately
$314,126,323. 144 projects totaling $237,524,529 have been closed (committed) and 13

additional projects totaling $41,572,398 have been authoizedby the Board but have not
been closed (not committed). However, two of the authorized projects totaling
$22,330,000 will likely be de-authorized soon. DDW anticipates three projects totaling
$937,000 to be authorized in the next Board meeting. Revenue, disbursements and
balances are shown in the financial statements thru June 30th,2017.

DDW is applying for $8,600,000 using the 1.04% ailocation and based on the continuing
resolution as adopted by Congress in 2017. When funding is finalized, amounts may be
changed to reflect the authorized amounts. It is anticipated $6,000,000 will be provided to
the loan fund and $2,600,000 to set-asides. The state2}%o match of $1,720,000 will be
transferred to the loan fund within 90 days of the award date. [n fiscal year 2018, the
Utah State Legislature appropriated about $815,000 from the State SRF. The
appropriation is ongoing and will be expensed with the l0% set-aside to fund our
engineering section. The V/IIN Act passed in December 2016 - removed the 1:1 state
match required for the 10%o set-aside for the 2018 capitalization grant and for future grant
awards. The WIIN Act of December 2016 also revised how the 4Yo administrative set-
aside will be calculated annually. Table 2 identihes the maximum set-asides which could
be requested if every possible set-aside percentage and all reserves were applied for in the
201 8 capitalization grant.
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TABLE 2
IVIAXI MUM AVAI LABLE SET-ASI DE AWARDS WSTATE ]VIATCH

RESERVE 2O1B Maximum wl2oo/" state

Loan Fund

470 Admi nistrati\e Set-Aside
47o resene arnt
Maximum 4%i"wl n]€x resenes

27o Srnall Sys.Tech. Asst. rnax =
27o resene amt

1O7. State Program Set-Aside rnax =
1O7o resen€ arnt
PWS Supervision
Capacity DeveloPrnent Oversight
Source Water Protection
Operator Certification

TOTAL State Program Set-Aside

15ok Local Assistance Set-Aside mae
Local Assistance

Capacity Developrnent Outreach
Source Water Assessrnent
Wellhead Protection

TOTAL Local Assistance Set-Aside
No more than 1Oolo in one categorY

TOTALS

655,OOO 16.210/0

860,000 10.OVo
O O.OYo

o o.oy;o
o o.o%

1l

18DA

15.OoA
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SOURCES:

Cumulative Total
throueh 6130/L7

7lLl17-
6l$lt8

Cumulative Total
through 6l30h8

Federal Capitalization Grants $195,019,500 a 517,200,000 5212,2L9,50A
State Match

20% Capitalization Grant Match 35,108,900 b 3,440,000 d 38,548,900
10% Set-Aside 1:1 Match 18,041,630 0 e 18,041.,630

Principal Repayments on Assistance Provided 77,879,652 6,303,303 f 84,182.955
lnterest Repayments on Assistance Provided 13,3O9,723 L,4g4,543 14,804,266
lnvestment Earnings 4,974,63A 999,222 5,973,852
Fees Deposited into the DWSRF rt

c 0 0
Funds Transferred from (to) CWSRF 0 0 0

SOURCES TOTAT $344,334,035 529,437,A69 53l3,z71,toz

USES:

Loa n/Grant Agreements Entered:
La rge Systems (>1"0,000 population) S56,463,595

( 0 s56,463,595
Small Systems (>10,000 population) L62,750,9L8 10,804,950 L77,696,369
Additionol Subsidy i4240,6s0 4,698,348 40,938,998

Draiarl'c .^r,/l^r^o nanr{in- Icha.r-l raai.r n.^ilI rvJvu!J rv,rvsrrJ pstrurr16 tJrtvvEr tsquy PluJ, TJ
7 tE1 1nO
I,LJL,JJ()

? af^ -a6t rL)zrJJ6
Auth projects with loans pending 24,880,000 9,540,000 34,420,4O4
Projects submitted not yet authorized 0 937,000 937,000
Projects not yet submitted (2nd round) 0 35,785,513 35,785,513
SET-ASIDES:

4% Administration 6,752,914 1,100,000 7,852,9L4
2% Small System Technical Assistance 3,9O4,787 172,AOO 4,O72,787
1O% State Program Management- 1:1 mat 18,041.,130 18,041,630

PWSS Program Augmentotion 75,L55,164 1,695,O00 16,850,164
Sou rce W oter Adm i n istrotion 1,362,82s 700,04o L,462,825
Operotor Certification 932,395 150,04o LA82.39s
Capacity Development Program Oversiqht 345,778 25,A00 370,778
PD Databose 620,OOO 0 62A,AOA

State Program Management Subtotal 36,457,292 1,970,000 38,427,292

15% Local Assistance/Other State Programs
Local Assistance & Capacity Development Outreach 6,991-,A06 1,720,A00 8,711,046
Capocity Development Proiect in 7998 997.537 0 997,s37
Sou rce Wate r Assessmenfs 352,978 0 352,978
Wellhead and GIS tracking 45i,71-5 438,000 90L,7L5

0 0 0
l-A/Other State Proeram Subtotal 8,805,236 2,t58,AOO 10,963,236

USES TOTAL $3oq,tsLzqz s69,519,861 5323,771,Lo3

a. Total federal appropriation thru FFY 2016 Capitalization Grant. DDW uses a FIFO methodology for Unliquidated Obligations
which can be found in Table 7 "2018 and,2019 Cash Flows and Cash Draw Proportionality" Page i6.
(Grant award for 2017 was not awarded until Sept 2017.)

b. 207o State Match came from Water Development State Revolving Fund thru FY 2016.
c. DDW does not leverage any oftheir SRF funds.
d. 20% State match for 2017 & 2018 Capitalization Grants will be deposited to fund within 90 days of award date.
e. Any award entered after December 16, 2016, no longer requires the l:t State Match in accordance with the2017 WIIN Act.
L 2018 ropaymsnts, interest and investment eamings are estimated.
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8.2 LOAI\ PROGRAM:

UAC R309-705 establishes criteria for financial assistance to public drinking water systems in
accordance with the Federai SDWA. A copy of UAC R309-705 can be found at

http://www.ruies.utah.govlpublicaticode/r309/1309-705.htm. The 2017 DWSRF capitalization
grant along with carry forward funds from previous grant awards, repayments, interest and fee

payments, and investment eamings provides the funds the Division has available to help public
water systems finance needed drinking water projects.

Description of Criteria and Method Used for Distribution of Loan Funds:

The complete description of the criteria and method used for distribution of funds is
outlined in Utah Administrative Code (UAC) R309-705-6. As described in R309-705-6,
the priority system assigns points to systems showing a deficiency in source, storage,
treatment, and.ior the distribution system. Points are assigned based on the relative risk of
each deficiency, and are divided as applicable between health risk and compliance with
SDWA. The applicant's priority points are modified by a financial factor, known as the
Rate Factor, and the AGI Factor. Their calculation is shown below:

Priority rating: (Average number of points received) X (Rate Factor) X (AGI Factor)
Where: Rate Factor: (Average System Water Bill / Average State Water Bill)
AGI Factor: (State Median AGI/ System Median AGI)

The priority points for demonstrated deficiencies are multiplied by the Rate Factor and
AGI Factor to arrive at a final priority rating. This method addresses financial hardships
present in less affluent communities and in those already experiencing higher water rates.

Upon arriving at a final priority rating for each applicant, each application is rated and
added to the priority list. The Board may, at its option, modify a project's priority rating
based on the conditions described in R309-705. The Board sets the effective interest,
hardship fee and/or technical assistance fee rate and decides the amounts allowed for
principal forgiveness or grants. The most current Revenue Bond Buyer Index (RBBI) is
used as the base rate. Table 2 in UAC R309-705-6 is used to determine the reduction of
the interest rate (or other rate) which potentially may be reduced to zero percent.

Project Priority List (PPL):

DDW operates with a continuous project priority list. When applications are received
throughout the year, they are reviewed to ensure compliance with federal and state

drinking water regulations and scored based on the rating factors indicated in the
previous paragraph. Currently, all applications meeting requirements are prepared to be
taken to the Board for authorizaLion. (The Board is required by Utah law to meet at least
quarterly.) Since the applications are submitted throughout the year and may be scored
and closed quickly, on occasion a water system project may not have been included in
any intended use plan. However, the continually updated PPL is posted on the division
website and additions or changes are approved by the Board.
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The PPL'*'ill be used for the 2018 DWSP-F' capitalizaticn giant and any othcr f.inds uscd
for loan projects. Projects authorized by the Board but which have not been closed are
entered in the section titled "Authorized Funding". Staff is working with these systems to
meet EPA requirements to close the loans. A list of authorized and proposed projects
requiring funding is listed next in Table 4.

Green Infrastructure:

The 2018 capitalization grant does not require projects to meet a minimum percentage to be
used for water efficiency, energy efficiency, green infrastructure, or other environmentally
innovative activities. However, DDW is always pursuing green projects including
technological innovations to enhance green development.

Delayed Authorized Projects:

Table 5 identifies and explains water system projects which were scored and included in
previously submitted project priority lists or were previously included in the 2017 Intended
Use Plan. Some of these projects have merely been substantially delayed while others have
withdrawn their request or their funding has changed and the project will not be funded with
federal DWSRF funds for a variety of reasons.

l4

TABLE 4
AUTHORIZED FUNDING asof 2128/2018

Communitv Loan # Loan Amt Forgiveness Total

Juab County
Virgin Town
San Juan Spanish Valley SSD

Hanksville
Cove SSD

Torrey Town
Cedarview Montwell SSD

Community Water Company
Big Plains SW SSD - Cedar Point
Moab
North Valley F-anches Sul-'

Twin Creeks SSD

Winchester Hills Water Company

3F2s9
3F272
3F275

3F279
3F285

3F287

3F282
3F291

3F290
3F292
3?294
3F29s

3F277A

21,210,000
1,120,000

1,785,000

328,000

600,00
I,700,000
2"309,000

3,662,000

362,000

r zn Ann
J UUTVVU

4,738,000

225,000

0

765,000

763,273

485,000

155,125

90,000
oA nno

600,000

225,000

21,210,000
1,120,000

2,550,000

601,548
l,085,000
t,700,000
2,309,000

3,662,000

517,125

90,000
,an nnn+JU.UUU

5,338,000

450,000

PROPOSED PROJECTS

Communitv Loan # Loan Amt Forgiveness Total

Swiss AJpine Water
Johnson Water Company
Antimony

3F300

3F299P
3F30lP

807,000

40,000

0

90,000

807,000

90,000
40,000

$39,246,000 s3,263,398 $42.509.398



TABLE 5
Community Loan # Amt of

Loan
Reason not funded

Community Water Company 3F291 3,662,000 Being revised and regionalized w/Mtn Regional Wtr SSD

Cove SSD 3F285 1,085,000 Lengthy design process

Hanksville Town 3F279 r,019,273 Revised oroiect cope and cost increased

Juab CounW 3F259 2r,2r0,000 Stalled, de-authorization likely
Monticello 3F28 lP 39,000 Moved to federal hardship srant fund

San Juan Spanish Valley SSD 3F215 2,550,000 Funding delay with CIB
Thatcher Penrose SD 3F269 110,000 Withdrew application
Torrey Town 3F287 1,700,000 Lengthy design process

Virgin Town 3F212 1,120,000 Sticker shock, de-authorization likely
Woodland Mutual 3F293 3,200,000 Tabled prior to authorization

Current status and shovel ready loans:

DDW staff routinely promotes the program and encourages water systems to apply for
financial assistance at conferences, in presentations and training sessions, and though
letters written to both water system administrative contacts and consulting engineers.

Although DDW is aware of the need for drinking water system infrastructure
improvement projects at systems throughout the state, to date these efforts have produced
limited results. DDW will continue to explore ways to better market the DWSRF loan
progftrm with drinking water systems. Many water systems in Utah qualifu and require
substantial principal forgiveness (which is currently very limited in the Utah DWSRF
Program). Therefore, if Congress were to increase principal forgiveness limits, it would
likely encourage decision-makers to improve their system infrastructure and maintain
compliance with regulations.

Table 7 identifies shovel ready projects from the authorized table projecting a federal
draw forecast to provide federal cash flow in SFY 2018. All projects listed are either in
progress or are shovel ready and should be closed in the surnmer of 2018 or early 2019
calendar year.
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Assistance for Disadvantaged Communities:

Section 1452 (d) changed in the 2009 session to require states to provide a minimum of 20
percent additional loan subsidies in the form of negative interest, grants or principal
forgiveness to benefit communities meeting the State's definition of "disadvantaged". The
2012 session maintained the minimum requirementto 20 percent, but reinstated the previous
maximum amount of no more than 30 percent of the federal award to be provided for loan
subsidization. 2012 * 2Al5 had a minimum of 20 percent and a maximum of 30 percent.
2016 required an exact20Yo subsidization, but a loop hole was discovered which allowed
states to increase subsidization up to 50%. Grant year 2017 required an exact2}Yo
subsidization once again and the loop hole was closed. DDW will comply with the
programmatic conditions of the grant award to match the 2018 subsidization requirement.

The Board defines disadvantaged communities as those communities located in an area
which has a median adjusted gross income which is less than or equal to 80% of the State's
median adjusteci gross income, as determined by the Utah State Tax Commission (USTC)
from federal individual income tax returns excluding zero exemption returns, or where the
estimated annual cost, including loan repayment costs of drinking water service for the
average residential user exceeds l.75Yo of the median adjusted gross income. If, in the
judgment of the Board, the USTC data is insufficient, the Board may accept other
measurements of the \.,'ater users incon:e (i.e. local income s'ru'r'ei' or qucstionnaire'when
there is significant difference between the number of service connections for a system and
the number of tax filing for a given zip code or city, or when the water system claims that the
MAGI (incomes) of its users is lower than the MAGI (incomes) of the larger community
covered by the USTC data).

The amount and type of financial assistance offered by the Board will be based upon the
criteria shown in UAC R309-705-6 (2). Disadvantaged communities may receive zero-
percent loans, negative interest rate loans, principal-forgiveness loans or grants. Terms for
each method of financial assistance shall be determined by a Board resolution.

The Board has not set any pre-determined amount of DWSRF funds that may be used for
principal forgiveness to disadvantaged communities. It is the Board's intention to authorize
additional subsidization only to communities that meet the "disadvantage criteria".

Costs Incurred After Application and Prior to Execution of the Loan Agreement:

Eligible project costs incurred after application to the Board and prior to execution of the
loan agreement are eligible for reimbursement. Reimbursement will only be made after the
loan closing.

Municipal Bond Legal Fees:

The Board may purchase bonds of the applicant only if the bonds are accompanied by a legal
opinion of a recognized municipal bond counsel selected by the Board UAC (R309-705-8
(2)). The loan recipient is responsible for the legal costs. Legal costs may be paid from the
loan proceeds.

1Q



Capacity Development Requirements:

Eligible Systems: The SDWA allows DWSRF assistance to publicly and privately owned

community water systems and nonprofrt, non-community water systems other than systems

owned by Federal agencies. Federal Regulations also set forth certain circumstances under

which systems that will become community water systems upon completion of a project may

be eligible for assistance. UAC R309-705 Financial Assistance: Federal Drinking Water
Project Revolving Loan Program (Effective July 1,2011) establishes criteria for financial
assistance to public drinking water systems in accordance with a federal grant42 U.S.C. 300j
et seq., Federal Safe Drinking Water Act. The SDWA requires that loan recipients must
demonstrate the technical, managerial, and financial capacity (TMF) to comply with the

SDWA and not be in significant noncompliance with any requirement of a national primary
drinking water standard or variance. The State will assess TMF and compliance in
accordance with UAC R309-800 Capacity Development Program after loan applications
have been received. Those systems lacking in TMF or compliance may still be eligible for a
loan if the loan will address the non-compliance or the system agrees to undertake feasible
and appropriate changes in operations.

Environmental Reviews and Categorical Exclusions:

The State Environmental Review Process (SERP) is described in the Operating Agreement.
The Grantee, the State of Utah, may elect to partition an environmental reView or Categorical
Exclusion (Cat Ex) from environmental review. The procedures listed below will be followed
by the State in order to evaluate if partitioning a project from environmental review is
appropriate.

A. Authority:
The authority for including these procedures in the Division's lntended Use Plan (IUP)
and State Environmental Review Process (SERP) is contained in the SDWA
Amendments of 1996 (Pub. L. 104-182) and the guidance provided by the EPA DWSRF
Program Guidelines, document # 816-R-97-005 (February 1997).ln particular, see

Section IV. STATE/PROJECT LEVEL AUTHORITIES, Subsection B. Environmental
Reviews.

B. Procedures for Making Determination Cat Ex:
l. If the Division has reason to believe that the project falls within one of the categories

listed under paragraph "C" and thereby may qualifu for a Cat Ex from environmental
review, the State will make a preliminary survey of the proposed project site(s).

2. During this survey the State will evaluate whether or not the project meets the criteria
for a Cat Ex from environmental review.

3. If the State deterrnines the site qualifies for Cat Ex from environmental review, it will
document the justification of this determination, including a listing of the dates of
activities, which led to this determination, and a statement of relevant findings.

4. Even if the project qualifies lor Cat Ex from environmental review according to the
criteria listed under paragraph "C", the State may require an environmental review if
the State determines that an environmental review is warranted or appropriate
because of conditions found at the site or because the project is controversial.
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Criteria for Categorical Exclusion From Environmental Review:

ln order for a project to qualify for an environmental determination of Cat Ex from
environmental review, the general location of the project should have been previously
disturbed. Site conditions which will be evaluated in making this determination include a)
how urbanized the location is, b) whether wildlife has previously been displaced, and c)
whether the wildlife habitat has been previously destroyed or replaced. The project site
shall meet at least one of the following criteria:

1. A proposed water line will be placed in a roadway(s) and/or rights-of-ways where
existing pipes, telephone wires, cables, or other facilities have previously been
installed.

2. A proposed tank site will be located on a site with other previously constructed
utility facilities on a previously disturbed site.

3. The proposed facilities will be located at a site with other existing community
infrastructure; e.g. a booster station, pump house, water treatment plant, or
similar facility within a previously disturbed area and which will not extend into
sensitive areas in the ground or adjacent to the previously disturbed area.

Public Notice and Participation:
'fL^ Crr^.^ ---:tl -^-^--:l^,---l-11- -- -" t 

^ 
r rihe Siate w-iti provrde puirirc troirse when a Cat,Bx is issueci or rescindeci. However, no

formal public comment period need be provided prior to the Cat Ex becoming effective.

B-3 SET,ASIDES:

Set-aside changes were implemented with the "Water Infrastructure Improvements for the
Nation (WIIN) Act passing in Decemb er 2016. The Act removes the overmatch ( 1 : I ) for the
ten percent set-aside and changes the calculation methodology for the four percent set-aside.
Although how to implement these changes are currently unsure, DDW will comply with all
programmatic and administrative conditions as required for t}re2017 grant award.

Set-aside funding is used to:
Fund established programs
Fund continuing groMh
Fund increasing operating costs
And to the extent set-aside funds are available, assist in funding the additional staff needed
to implement new Federal rules regarding regulation of drinking water contaminants

The state will not use set-aside funds for thosc projects or project-related costs that are
eiigible or explicitly ineligible for assistance from the DWSRF except DDW may use set-
aside funds for: 1) project planning on design costs for small systems, and}) for costs
associated with restructuring a system as part of a capacity development strategy.

Set-aside funds have been used on first in first out (FIFO) basis and will continue to be so.
Usage is accounted for by set-aside. Unused funds are carried forward to the next fiscal year.
Final reports have been submitted to USEPA for DWSRF capitalization grants through 2014.

C.

D.
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2015 is fully spent with the final report being prepared. DDW is currently spending 2016 and
2017 grant years. The loan funds are also treated on the FIFO basis.

The intended use of set-aside funds:

Maintain the staff (FTEs) hired with set-aside funds including benefits, costs allocated as a

percent ofpersonal services, and other related costs.

Continue our contract with the Rural Water Association of Utah (RWAU) to implement
portions of the expanded operator certihcation, wellhead protection and capacity
development programs. RWAU has also been assisting the DWSRF program with capacity
development outreach activities.

Table 8
Set-Aside and State Match Requests

ACTIVIIY
Loan Fund

4% Administrative Set-Aside
Plus reserves from prior grants

2% Small Sys.Tech. Asst.

10% State Program
PWS Supervision

Plus reserves from prior grants
Capacity Development
Source Water Protection
Operator Certification

TOTAL State Program Set-Aside

15% LocalAssistance (Up to 15%)
LocalAssistance &
Capacity Development Outreach &

Water Use Study
Source Water Assessment
Wellhead Protection

TOTAL Local Assistance Set-Aside

TOTALS

TOTAL CAPITALIZATION GRANT =

State 20% Match

lBDA

18DD

lBDE

18DF

18DG

AVAILABLE 2017 DWSRF Totat Request

$ 6,000,000$ 6,000,000

400,000
848,760

172,000

860,000

855,000

1,290,000

$ 8,600,000

$ 6,000,000 100%

400,000
100,000

5o/o

1Yo 500,000

172,004 2Yo 172,000

725,000
100,000

15,000
70,000
50,000

8.43o/o

1.160/o

0.17o/o

0.B1Yo

0.58%

725,000
100,000

15,000
70,000
50,000

960,000 11.2o/o 960,000

860,000

108,000

10.00o/o

0.00%
1.260/o

860,000

108,000
968,000 11.260/o 968,000

$ 2,600,000 30.23o/o $ 2,600,001)

$ 8,600,000

1,720,000 1,720,000 1,720,000
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Set-aside requests and intended use:

Administration set-aside :

The calculation for the four percent administrative set-aside in accordance with the 2016
WIIN law, consists of an amount equal to the sum of any state fees collected (i.e. Loan
Origination Fees) plus the greatest one of three options: I . $400,000 ,2. ll|oh of the current
flrnd value ($172,047 ,912 x .002 : $344,095) or 3. Four percent of all grants awarded to the
fund under this section for the hscal year ($8,600,000 x 4Yo = $344,000).

Of the three options, DDW chooses option one of $400,000 for the four percent
administration set-aside. The administrative set-aside also has reserve available of $848,760
accumulated from previous grant years (1997-2A17) reserved for future use. DDW requests
$100,000 to be added to $400,000 to equal $500,000 for the administrative set-aside. The
total reserve account will have a balance of $748,760 in the account for future use (beginning
account balance of $848,760Iess $100,000).

The administration set-aside will fund five to six full-time equivalents (FTEs) positions to
operate the program in SFY 2019- The budget estimate will fund salary, benefits, office
space, equipment, travel, training, supplies, and an indirect allocation for SFY 2019,
^..-^-.1,, L,.1,,^r^l ^. Ocon nnn nnrrr i- -.=:==- r!"rJurrtr,Lry uuLrEELcu ar oJou,uuu. t-tuW ts c-trrrerrtiy cuntraciing with the Utah Depariment oi
Technology Services to create a web based database to interrelate with Weblink (the web-
based SDWIS app). The price quoted to transfer accumulated DWSRF loan data (currently in
CASPER) to the new application exceeded $200,000; therefore DDW decided the migration
cost exceeded available funds in the division budget. The administration set-aside does not
require a state dollar for dollar match.

State Programs set-aside:

The state programs set-aside total amount request is S860,000. DDW is requesting the
maximum amount (10% x $8,600,000) divided into the sub-categories as listed in Table 8
(above). The sub-categories include PWS Supervision, Capacity Development, Operator
Ce(ification, and Source Protection. Budgeting, disbursements, and draws are also accounted
for by sub-categories. DDW is requesting $100,000 from the 10oZ reserve account
accumulated from previous grant years. The total reserve account will have a balance of
$555,000Ieft in the account for future use ($655,000 less $100,000).

In the past, the State Program set-aside required a dollar for dollar state match. The WIIN
Act of 201 6 removed the dollar for dollar match requirement for the I 07o set-aside on any
grant awarded after December 16,2016. DDW has f'unds to cover the dollar for dollar match
for grant years awzrded prior to the WIIN Act of 2016. A State Appropriation from the State
Water Development Security Fund of approximately $800,000 will continue annually to be
spent in conjunction with the State Program set-aside. A small balance may be covercd using
the PWSS credit allowed by section ru52 G) (2) for fiscal year 1993 PWSS expenses, DDW
has adequate state funds to meet the I :1 state match for prior grant years.

1)



PWS Supervision (augmentation) set-aside:

DDW is requesting $825,000 from the 2018 award (including S100,000 from the reserve); we
estimate a carry-forward to SI--Y 2019 of $193,700. Total anticipated funds should be

approximately $1,0 1 8,700.

The PWS Supervision set-aside is primarily used to support DDW's Engineering Section.
Approximately nine engineers charge to this set-aside and four additional employees charge
time for program support and oversight of DDW activities. Federal expenditures for SFY 2019
are estimated at $921,100, an additional amount of approximately $800,000 appropriated from
the state legislature will also be expended for this activity. The budget estimate will fund
salary, benefits, ofTice space, equipment, travel, training, supplies, and an indirect allocation
for SFY 2019. currently budgeted at $1,740,600.

Engineering tasks include water system plans and specification reviews. operating permits,
waivers, water treatment plant inspections, witnessing well grouting, and proactive
recommendations to help water systems ensure the public receive safe drinking water. DDW's
engineers also receive training to keep their skills diverse with new technologies in solving
water system issues. Growth impacts in the state combined with the stricter EPA standard
levels SDWA amendments and associated State and Federal regulations create a tremendous
workload.

Capacity Development Program:

DDW is requesting $15,000 from the 2018 grant for oversight of the capacity development
program. The estimated carry-forward to SFY 2019 is $0. The amount budgeted for SFY
2019 is $14,500. If expenses exceed the grant funds available in SFY 2018, a request to
move funds from the PWS Supervision sub-category will be requested. This set-aside
requires a dollar for dollar match.

The State of Utah has statutory authority for a capacity development program (Section 19-4-
104 of the Utah SDWA). Time of one FTE, as needed, will oversee and maintain the
program. The Division is current with all reports due to the Govemor and USEPA.

Operator Certifi cation Program :

The State has an Operator Certification program that has been mandatory since 1985. Prior to
1997 the program required community water systems serving more than 800 population and
any public water systems treating surface water to have a certified operator. The statutory
anthority to reduce the threshold population from 800 to 25 was enacted by the 1997
Legislature. The Safe Drinking Water Act requires all community and non-transient, non-
community water systems and all public water systems that treat surface water to have a
certified operator.

USEPA published final Guidance (EPA-816-R-98-006) in July 1998 establishing national
policy regarding the implementation of the operator certification related provisions of the
SDWA including how EPA would assess State operator certification program for purposes of
making withholding decisions.
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Funding for the Operatcr Certification program oornes flom t*,o sources:

1) DWSRF Operator Certification set-aside
2) Fees

DDW is requesting $50,000 from the 2018 grant for the operator certification program set-
aside subcategory. An estimated carry forward balance to FY 2019 of approximately $32,000
will combine funds to total $82,000 for the operator certification set-aside. Expenses are
budgeted at $92,000 for FY 2019.

The operator certification program requires an operator to pay a fee to become certified.
DDW submitted a request to increase the operator eertification fee this year which is
currently being reviewed by the State Legislature. It is anticipated the fee increase will go
through and will be implemented in January 1,2019. The amount of the increased fee should
offset the budget deficit forecasted in FY 2019 for the operation certification set-aside and
hopefully reduce the amount being requested for this set-aside in the future.

The budget estimate will fund salary, benefits, office space, equipment, travel, training,
supplies, and an indirect allocation for SFY 2019. Expenses connected to the Operator
Certification fees are budgeted at $1 10,000. When added to the set-asiele brrdget of $92,000,
total projected expenses equal $202,000.

The time of two FTE's are dedicated to coordinating and administering this program. The
division contracts with the Rural Water Association annually to assist with operator
certifi cation training.

Source Protection Admini stration:

The SDWA Amendments of 1996 require each state to maintain a source water quality
assessment program for all public water systems. The time of less than one FTE is dedicated
to developing, implementing, and coordinating this program.

We are requesting $70,000 from the 2018 grant for the source water program. An estimated
zero funds will be able to be carry lbrward to FY 2019. Estimate expenditures for FY 20i9
rvere budgeted at $63,400. The budget estimate will fund salary, benefits, office space,
equipment, travel, training, supplies, and an indirect allocation for SFY 2019.

Small Systems Technical Assistance:

DDW is requesting $172,000 ($8,600,000 x2o/o) for the 2%o set-aside. A carry lbrward
balance of approximately $50,000 will be available for 2019 with estimated expenses of
$197,000. This set-aside is only used to fund our contract with the Rural Water Association
of Utah (RWAU) which is primarily assisting public water systems serving 10,000 people or
fewer (section ru52$) (2)) to maintain viable water systems.

DDW created an energy cost saving handbook in2016 which provides water system
operators and managers with multiple strategies to reduce their energy costs. Some water
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systems have identified energy efficiency improvement opportunities in both operations and

infrastructure. RWAU is encouraging all drinking water systems to investigate energy

efficiency options to identiff cost savings where possible. The small and very small water

systems are often unable to take frrll advantage of such initiatives due to lack of knowledge,

lack of money, and/or lack of proper equipment.

RWAU is a critical parhrer assisting DDW in responding to water system inquiries and

taking action to assist water systems to be technically, managerially, and financially sound-

Such assistance includes, but not limited to:

Water rates & fees analysis
Applying for and obtaining funding for projects

Locating and securing consulting engineering services

Developing ordinances, resolutions and by-laws
System security
Pieparing management, conservation, financial, capital improvement, sampling, and

cross connection control plans
g. Train system boards and or councils in subjects related to capacity development

h. Perform Financial/lvlanagement audits with water systems as requested by the system

or DDW
i. Encouraging and assisting public water systems listed on the ETT (enforcement

targeting toot) *itft application for financial assistance where such assistance would

help the water system retum to compliance with drinking water rules
j. Asiisting water systems which have borrowed funds from the Drinking Water Board

during the construction and start-up phases of the project

The Small Systems Technical Assistance set-aside does not require a state dollar for dollar

match.

Local Assistance, Capacity Development, Source Water Assessment, Wellhead Protection and

Other State Programs (15% set-aside):

We are requesting $968,000 which is approximately 11.26% of the grant total. A carry

forward balance of approximately $270,000 is anticipated for FY 2019, making atotal

estimated balance available of $1,238,000 for this set-aside. The FY 2019 budget was

estimated at $1,070,900. It is divided into two sub-categories, local assistance/capacity

development outreach and wellhead protection. Budgeting, disbursements, and draws are

each accounted for by the two sub-categories separately.

Capacity Development Out-reacVLocalAssistance with Public Water Systems Sub-

Category:

We are requesting $860,000 from the 2018 grant for capacity development, out-reach, local

assistance. (10%;f 8,600,000 the maximum allowed in one subcategory.) The estimated

carry-forward to FY 2019 will be about $150,000, for a combined amount available of
$1,010,000. The amount budgeted for FY 2019 is $879,900'

a.

b.
c.
d.

f.
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following:

Math calculations to determine dosing, volumes, flows and horsepower, etc.
Minor repairs on pumps, as well as, knowledge of pump curyes, monitory well levels,
troubleshooting, hydraulics, motor maintenance and metering, etc.

Teach proper techniques for unidirectional flushing of fire hydrants, pipeline
maintenance, pressure zones, valve maintenance (exercising and annual
maintenance, instrumentation, tank inspections, distribution system and treatment
plants.

Proper disinfection techniques, and correct handling and use of various disinfection
chemicals, properties of chemicals, emergency disinfection techniques, and
monitoring of residuals.

Safety- proper use of equipment and how to follow proper procedures, MSDS.
Security- proper procedures to interact with law enforcement and mitigation.
Provide technical training on existing and new rules, proper sampling techniques,
proper monitoring, and an understanding of sample results, reporting procedures.

Emergency Response- training on the Incident Command System (ICS) and how they
would fit into that system. Train systems with the National Incident Management
System 0{IMS), response protoeols, mitigation, settrng-up table top.*"..i..r,
maintaining a plan, flushing and disinfection.

Cross Connection Control assistance to help the water system properly assemble,
avoid hazards, resolve physical deficiencies during a sanitary survey and follow
State guidelines on managing a program.

DDW understands all charges by employees need to have direct interaction with the water
systems with some form of training or technical assistance. Rural Water Association of t;tah
also has some tasks relating to direct interaction with the water systems and has been
allocated $60,000 in their contract for this specific purpose.

Wellhead Protection Sub-Category:

DDW is requesting $108,000 in funding for this category fiom the 2018 grant. DDW
estimates carry forward funds of $120,000 will be available in fiscal y"uiZOl9. Total
available funds in FY 2019 should be about $228,000. The budgeted expenses of $ 1 91 ,000
for SFY 2019 will cover expenses for salary, benefits, office space, equipment, an<lan
indirect allocation, and a study being coordinated by the Division of Waier euality. One
employee will oversee the implementation and maintenance of'GIS activities and will
prepare ground water source protection plan updates for the water systems as review is
required. This sub-category budget will continlrc to cover cxpcnses to ad<lress a backlog of
wellheads that need to be entered and/or updated. Maintenance of the source protectiorzone
geodatabase is an on-going project as new water sources are developed and existing solrrce
protection zones are modified. An ongoing nitrate study is also being funded being
conducted by the Division of Water euality.

The Local Assistance and Other State Programs set-aside does not require a state 4ollar fbr
dollar match.

a
J.

4.

1.

2.

5.

6.
7.

8.
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C - ATTACHMENTS
Attorney General Enabling Legislation Opinion Letter for FY2016 base program

Organization Chart

D - UTAH ADMINTSTRATIVE CODE RULE R3O9-705
T'he Rule for Projects Receiving Assistance from the Federal DWSRF can be found at the

website http :rww1r/.ruIe$.uta,h€ov/publicat/code/r3 09/13 09-705.htm

Construction Loan Program information is available at the website
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